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COVER: 


Surface tailings pile at the mine and 
mill location on one of Terra’s 
mineral concessions in Mexico’s 
famous Alamos Silver Belt. The area 
was mined from the late 1600's to 
the early 1900's, when all mining 
Operations were suspended at the 
time of the Mexican Revolution. This 
and other surface and tailings 
dumps controlled by _ Terra 
contain an estimated 565,000 
tons grading 6.78 ounces silver per 
ton with a gross value at current 
silver prices in excess of $35 


million. In addition to surface 
dumps, proven and _ potential 
underground reserves down to 


1,500 feet of vertical depth are 
estimated to contain 1,576,000 tons 
with a potential silver content of 
more than 41 million ounces. 
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MAGN ES 


Production of 604,987 ounces of silver during the 
second quarter compared favourably with record first 
quarter production of 685,541 ounces and represented a 
significant increase over the 181,908 ounces produced 
during the second quarter of 1977. Total production of 
1,290,528 ounces for the six months was 570,723 ounces or 
79.3% higher than the comparable 1977 period's 
production of 719,805 ounces, and represented an all-time 
record for the first half of our corporate fiscal year. Net 
income of $1,141,428 or 31.3¢ per common share after 
deferred tax provision of $791,000 also represented a 
significant increase over reported 1977 net income of 
$338,988 or 10.3¢ per share. The strong first half 
performance resulted in a _ substantial $1,776,555 
reduction in the working capital deficit reported at the 
1977 fiscal year-end. 


A contract was recently executed covering the raise 
boring phase of the vertical shaft and ventilation raise 
projects to the 1,300 foot level of the Silver Bear Mine, and 
the contractor's crew and equipment are now on the 
property preparing for an immediate start. Completion of 
the shaft and raise will allow more rapid development of 
the Silver Bear and North Mines at depth, and will also 
substantially reduce operating costs. A decline tunnel is 
being driven to intersect the 54 and 55 veins at the 700 foot 
level in the North Mine, and is presently approaching target 
depth. This will enable immediate exploration and 
development of these veins at the new level preparatory to 
commencement of mining operations. Agreement has also 
been reached with the management of Norex Resources 
Ltd. for second stage drilling of the recently discovered 
Smallwood Lake vein at the Terra-Norex property. Initial 
drilling indicated good silver and bismuth mineralization 
over a projected 400 foot strike length, with both ends of 
the vein open to extension by further drilling. Confirmation 
of ore grades indicated by such earlier drilling would 
enable initiation of a _ full-scale exploration and 
development program for the new vein. Plans are also 
being formulated for a major drilling program on several of 
our Mexican properties in the late fall. 


The comparative weakness of the Canadian Dollar, 
combined with strengthening international silver prices, 
continues to improve the economic potential of the 
Company. We anticipate further strengthening of silver 
prices over both the short and medium term. Dramatic 
recent price increases for free market cobalt have also 
improved the economic viability of a recovery process for 
secondary metals such as cobalt, nickel and bismuth from 
both our present concentrate and from the many veins 
carrying substantial quantities of these minerals which 
have previously been by-passed as unrecoverable in 
commercial quantities. We are confident that our 
continuing research in this area will prove productive in 
the near future. 


Alvin Harter 


August 31, 1978 President 


STATEMENT OF INCOME 


Net concentrate revenue 
and other income 


Expenses 
Production costs 
Administration 


Interest: 
Long term debt 


Other 
Depreciation 
Depletion and amortization 


Share of joint venture income 


Income before income taxes 


Deferred income taxes 


NET INCOME 


EARNINGS PER SHARE 
(Note 1) 


Six months ended 


June 30 
1978 1977 
$3,444,161 $3,133,465 
1,561,841 1,659,632 
283,026 183,105 
97,878 67,952 
234,645 112,150 
207,383 205,044 
479,963 456,594 
2,864,736 2,684,477 
579,425 448,988 
1,353,003 = 
1,932,428 448,988 
791,000 110,000 
$1,141,428 $ 338,988 
31.3¢ 10.3¢ 


Note 1 - Earnings per share are based on 3,644,068 
common shares outstanding at June 30, 1978 versus 
3,299,315 shares outstanding at June 30, 1977. 


Subject to adjustment and audit at end of year 


WORKING CAPITAL 
DERIVED FROM 


Operations 
Net income 
Items not involving 
working capital: 
Depreciation 
Depletion and 
amortization 
Deferred income taxes 
Recovery of non-current portion 
of joint venture advances 
Issue of share capital 
Term loan 


WORKING CAPITAL 
APPLIED TO 


Additions to fixed assets 
Mining property costs, 
including expenditures 
for exploration and 
development 
Joint venture exploration 
and development 
Reclassification of 
term loan 


INCREASE (DECREASE) IN 
WORKING CAPITAL POSITION 


Working capital deficiency 
at beginning of year 
WORKING CAPITAL 


DEFICIENCY AT END 
OF PERIOD 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


Six months ended 


June 30 
1978 1977 
$1,141,428 $ 338,988 
207,383 205,044 
479,963 456,594 
791,000 110,000 
501,625 — 
57,500 -= 
_— 500,000 
3,178,899 1,610,626 
291,632 210,647 
960,712 637,178 
— 749,249 
150,000 300,000 
1,402,344 1,897,074 
1,776,555 (286,448) 
3,079,508 1,947,341 
$1,302,953 $2,233,789 


Subject to adjustment and audit at end of year 


Report to Shareholders 


After arecord first half, production 
during the third and fourth quarters 
of the 1978 fiscal year registered a 
significant decline. This was largely 
the result of initiation of the first 
stage of the shaft and ventilation 
raise projects to service the Silver 
Bear and North Mine, which tied up 
available manpower, equipment, 
power, and ventilation capacity toa 
degree which severely curtailed 
exploration and development. As a 
result, silver production — of 
1,475,688 ounces for the year was 
relatively unchanged from the 1977 
level of 1,480,315 ounces. Net 
income of $515,676 or 14.1¢ per 
commom share represented a 
marginal increase from _ the 
$310,380 or 9.4¢ per common 
share reported for the previous 
fiscal year. The Norex Mine, 
Operated by Terra under a joint 
venture agreement, contributed 
770,946 ounces of production 
during 1978 from only 7837 tons of 
mill feed for a remarkable recovered 
mill-head grade of 98.4 ounces of 
silver per ton. To date, two small 
stopes on this vein from the 300 foot 
level to surface have yielded 
1,217,449 ounces and an overall 
recovered mill-head grade of 76.8 
ounces per ton from 15,846 tons of 
processed ore. 


In view of the excellent results 
obtained from a follow-up drill 
program on the Graham Vein at 
Norex during the late fall, 
agreement was reached recently to 
proceed with extension of the 
decline haulageway to the 400 foot 
level. This project is now well 
advanced with initial production 
forecast for July of this year. 
Another surface drill program at 
Norex has indicated a number of 
mineralized veins in the Smallwood 
Lake Zone which lies roughly 2500 
feet south-east of the current mine 
workings. A proposed 1979 
program would also explore and 
develop this mineralized structure 
by driving an 800 foot decline to 
open a development and mining 
level about 125 feet below surface. 


Development and exploration of 
the North Mine is continuing to 
provide encouragement with a total 
of 5 veins now partially developed at 
the 600 and 700 foot levels. The 
Company has recently received a 
report from  an_ independent 
geologist that the frequent 
occurences of uranium in both the 
Silver Bear and North Mine silver 
veins are possible expressions of 
deeper significant concentrations of 
uranium at the base of the Terra 
metasediments and volcanoclastic 
sequence. This theory will be tested 
at the earliest possible date by a 
deep diamond drilling program. A 
recent exploration hole drilled from 
the ice off the east end of the Terra 
peninsula has also _ provided 
evidence of a significant extension 
of the sulphide zone which hosts the 
silver vein mineralization. This drill 
hole, some 4500 feet south-east of 
the current mine workings, yielded 
an intersection assaying 1.62% 
copper over 21.4 feet between 
617.6 feet and 639.0 feet. The 
information provided by this wildcat 
hole is consistent with the theory 
that a major copper sulphide zone 
exists between the Terra peninsula 
and the Terra-Norex joint venture 
group of claims. If the geology 
proves to be consistent with that of 
the Terra Peninsula, this sulphide 
zone should also host numerous 
economic silver-bearing veins. 


In Mexico, Terra’s four year 
property acquisition program in the 
Alamos Silver Belt area is virtually 
complete, and adrill program on the 
San Antonio group of concessions 
is scheduled for the near future. This 
and other concessions in the Belt 
either owned or optioned by our 
Mexican subsidiary are estimated to 
contain proven and_ probable 
reserves of over two million tons and 
a Silver content of roughly 45 million 
ounces down to the 1500 foot level. 
Management is confident that an 
extensive drilling program will prove 
these estimates to be conservative, 
and that a resulting feasibilty study 
will justify amajor mining and milling 


complex. Although the Alamos area 


remains our top. priority, the 
Company also plans further 
exploration and development on 
several of our other attractive gold, 
silver and tungsten concessions in 
Mexico. 


With silver prices at record levels 
and with an extensive exploration 
program slated for the balance of 
the year, management is confident 
that 1979 will prove to be a turning 
point in the Company’s — short 
corporate history. In closing, we 
thank our shareholders and 
employees for their continuing 
loyalty and contributions towards 
what we foresee as a very bright 
future. 


On behalf of the Board of Directors, 


Alvin Harter, President 


May 22, 1979 
Edmonton, Alberta 


Review of Operations — 1978 


SILVER BEAR MINE 


The declined haulageway was 
advanced down to the 1300 foot 
level during 1978 and the bulk of the 
millfeed came from between the 
1200 and 1300 foot levels of the 
Silver Bear Mine. Ore was also 
mined on the 100, 200, 300 and 600 
foot levels in minor amounts. The 
opening up of additional levels 
below 1300 level is dependent upon 
completion of the vertical borehole 
shaft down to the 1300 level. All of 
the necessary rockwork for shaft 
stations on 600 and 1300 levels and 
access, cleanout and sump 
openings on the 1350 level were 
completed during 1978. The eight 
foot diameter vertical shaft has been 
bored through to the 600 foot level 
station from surface. A six foot 
diameter ventilation raise was also 
bored through to the North Mine 
area to improve air quality to that 
portion of the mine. 

The surface deep hole diamond 
drill program continued throughout 
1978 with several fill in holes to the 
east of the mine workings and two 
step out holes to the west. Good 
sulphide intersections were 
obtained in several of the holes. No 
high grade silver values were 


intersected. 
A combined total of 25,817 feet of 
underground drilling was 


completed in the Silver Bear and 
North Mines. The drilling was mainly 
exploration in advance of 
development and mining. 


NORTH MINE 

Exploration, development and 
mining proceeded on the 600 level 
and a declined haulageway opened 
up the 700 level, with work being 
well advanced by year end on this 
new level. Mining was in progress 
on the 54, 55 and 56 veins with 
emphasis on the 54 vein, which is 
proving to be _ the strongest 
structure. By year end, exploratory 
underground drilling had indicated 
the existence of two additional 
veins, the 52 and 53, which lie to the 
west of the 54 vein. These veins 


were being explored by cross cuts, 
drifts and raises in early 1979. 


NOREX JOINT VENTURE 

Primarily during the first half of 
1978, 7,837 tons of ore were milled 
from the Graham vein 300 level 
stope to yield 770,946 ounces of 
silver for a remarkable recovered 
grade of 98.4 ounces silver per ton. 

A surface diamond drill program 
was initiated in April 1978 and 
completed in May 1978 on the 
Smallwood Lake Zone which lies 
about 2500 feet southeast of the 
Graham Vein. Ten short holes were 
drilled under contract to the Joint 
Venture. Good _ native — silver 
intersections were obtained in 2 out 
of the 10 holes and high grade 
native bismuth was obtained in 
another hole. Results indicate the 
existence of at least 4 semi-parallel 
veins in. a zone. An_ extensive 
exploration and development 
program is planned for the second 
half of 1979. 

An underground drill program on 
the Graham Vein commenced in 
November 1978 and was completed 
in early January 1979 after drilling 
31 holes for a total of 4,595 feet. The 
downward projection of good silver 
values on the vein was confirmed. 
The best intersection was obtained 


Inner courtyard of the former mill-site on the San Antonio group in the Alamos Silver Belt. 


in hole 78-3 which gave an assay of 
5,/74 ounces silver per ton over a 
0.7 foot core length. 

The main Norex decline was 
being extended by May, 1979 with 
production from the Graham Vein 
400 level expected early in the 
second half of 1979. 


SUNSHINE PROJECT 

The primary objectives of the 
1978 field season on the Leah- 
Gossan Group were 1) continued 
ground geophysical follow-up on 
airborne-indicated EM anomalies 
and 2) diamond drilling on the 
anomalies outlined by the 
geophysics. Seven line miles of 
induced polarization geophysics 
followed by 5,018 feet of AQ 
diamond drilling were completed. 

Sunshine currently has earned a 
19.4% interest in the Leah-Gossan 
Group of claims through the 
expenditure of $388,695. In total, 
Sunshine has spent $543,518 on 
the Terra-Sunshine Project in the 
area during the four years of the 
program to date. 


MEXICAN OPERATIONS 

Property acquisition continued 
strongly throughout 1978. By year 
end most of the available significant 
property in the Minas Nuevas area 


had been optioned or acquired by 
staking. A total area of 868.3 
hectares (2,145 acres) is currently 
held by Compania Minera de Minas 
Nuevas S.A. de C.V. (Terra 49%, 
Banamex 51%) and represents one 
of the prime assets of the Company. 
Compania Minera de Minas Nuevas 
has recently purchased a small 
diamond drill to facilitate 
assessment work programs on 
several of its properties. An 
extensive exploration program is 
slated to begin as soon as the 
required permits are obtained. 

A production study was 
completed during 1978 by a 
German Group on the Hermosillo 
Tungsten property held = by 
Compania Minera de Minas 
Nuevas. Metallurgical studies 
indicate good recoveries from 
extensive placer reserves with later 
production to be obtained from 
underground deposits. 

A similar study was completed by 
Terra on the Minas Nuevas Silver 
Belt area near Alamos, Sonora. 
Company-held surface stockpiles of 
underground ore rejects and mill 
tailings total 565,000 tons grading 
6.78 ounces per ton. Proven and 
probable reserves to 1500 feet of 
depth on the Company _ held 
properties are estimated to consist 
of 1.5 million tons grading 27 
ounces per ton silver.. This indicates 
total reserves of surface and 
underground ore in excess of two 
million tons grading 22.5 ounces per 
ton for a total of 45 million ounces of 
contained silver. 


Mineral concession marker at one of the El Negro 
concessions owned by Terra’s Mexican subsidiary. 


es, 


Typical terrain in the area of the Mocuzari Dam which would supply water and power to both the El Negro and Alamos Silver Belt 


concessions when developed. 
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Primitive gold milling operation adjace 
in this area since the late 1600's. 


au 


nt to the El Negro gold-silver group of concessions. Such operations have been carried out 


Banks of flotation cells in the mill complex at Terra’s Silver Bear Mine on 
i, the Camsell River, N.W.T. 
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Mechanical repairs being performed in the recently completed 
underground garage. 


Ball mill which grinds the pre-crushed mill-feed to particle size prior to the 
final separation process. 


Entrance to underground garage showing individual repair bays. 


Terra Mining and Exploration Limited (N.P.L.) 


Statistical Data 


New York Silver Prices 
Monthly Ranges 


(Cents per troy ounce) 


Key: , High 
Average 


Low 


h 


1973 1974 1975 1976 


1977 1978 


World Silver Supplies 


tations Communist-dominated areas) 
millions of ounces) 


New production: 
Western Hemisphere: 
United States 
Canada . 
Mexico ... 


Other countries ... 


Total - 


Outside the Western Hemisphere: 
Australia .. . : 
Other countries 


Total new production . 


Other sources of supply 

From U.S. Treasury .. . i 

From stocks of foreign 
GOWIS atta a hee 

From demonetized coin 

From Indian stocks 

Salvage and other Misc 
sources...... 

Liquidation of (additions to) 
private bullion stocks 


Total other supplies 


42.8 
SiS 
34.9 
i@®) 


27.4 Dyil|| CSE Ailes) 
55.4 49.0] 47.8] 47.0 


(1.0) 


Available for World Consumption . 423.0 436.9 


Silver Quotations 


NEW YORK LONDON 
(Daily Fixing) 


(Handy & Harman) 


[Tee [tow [averse am [ vow [aan 


482.900¢} 540.089¢ 250.000P 
246.900 
189.050 


United States Industrial Consumption 
of Silver by End Use 


(millions of ounces) 


1978 1976 | 1975 | 1974 


Electroplated ware 

Sterling ware 

Jewelry seg 
Photographic materials ... 

Dental and medical supplies. 
Mirrors 

Brazing alloys and solders . : 
Electricalandelectronic products: 


Bearings 

Catalysts .. 

Coins, medallions 
commemorative objects 

Miscellaneous : 


Total Industrial Consumption 


World Silver Consumption 


excluding Communist-dominated areas) 
millions of ounces) 


Fare [977 [076 [1975 [978 | 


Industrial uses 
United States 
Canada . 
Mexico 

United Kingdom 
France 

West Germany 
taly 

Japan 

ndia 

Other Countries 


Total industrial uses 


Coinage 
United States 
Canada 
Austria 
France 
West Germany 
Other Countries 


Total coinage 
Total Consumption 


Terra Mining and Exploration Limited (N.P.L.) 


(Incorporated under the laws of British Columbia) 


Balance Sheet 
As at December 31, 1978 


CURRENT ASSETS 
Accounts receivable 
Smelter settlements outstanding 
Receivable from Terra-Norex Joint Venture 
Concentrate inventory 
Fuel and other supplies 
Prepaid expenses 


INVESTMENTS 
Terra-Norex Joint Venture (note 2) 
Affiliated company (note 3) 
100,000 Escrowed shares of Duke Mining 
Ltd., at cost 


FIXED ASSETS 
Buildings and equipment 
Less accumulated depreciation 


MINING PROPERTIES, including exploration and 
development expenditures, at cost less 
accumulated depletion and amortization (note 4) 


Approved by the Board 


Que ae oh Diecto 
BW bane 


Director 


ASSETS 


$ 


1978 


110; 099 
146,894 


450,781 
749,755 
37,660 


1,495,289 


1,415,112 
242,109 


10,000 


100/224 


D,090,209 
2,/66,230 


3,232,059 


8,483,619 


$14,878,188 


$ 


1977 


108,828 
TIF§Sam 
542,740 
320,247 
513,426 

94,421 


1 6S As 


1,832,724 
136,991 


10,000 


197 oie 


9,919,427 
2,330,235 


3, 185122 


7,363,831 


$14,185,917 


LIABILITIES 


CURRENT LIABILITIES 
Bank indebtedness (note 5) 
Accounts payable and accrued liabilities 
Payable to Terra-Norex Joint Venture 
Loans payable (note 6) 
Advances on production 
Principal due within one year on long term debt 


LONG TERM DEBT 
Term bank loan (note 5) 
Less principal included in current liabilities 


DEFERRED INCOME TAXES 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (note 7) 
Authorized 
6,000,000 Common shares, par value 50¢ each 
Issued 
3,648,468 Common shares 


CONTRIBUTED SURPLUS, premium on issue of 
common shares (note 7) 


RETAINED EARNINGS 


Subsequent event (note 8) 
Commitment (note 9) 


1978 


S. 608123 
1,/63;511 
436,386 
1,296,855 
292,900 
600,000 


4957609 


1,400,000 
600,000 


800,000 


757,000 


1,824,234 


3,604,549 
2,934,630 


8,363,413 


1977 


$ 986,287 
1,585,400 


1, F1D,000 


450,000 


4,/36,687 


1,200,000 
450,000 


750,000 


927,000 


1,649,657 


3,538,742 
2,983,831 


L(12,230 


$ 14,878,188 


© 14:185,917 


Terra Mining and Exploration Limited (N.P.L.) 


Statement of Income 
Year Ended December 31, 1978 


Concentrate revenue less marketing, smelter 
and royalty charges 


Expenses 
Production costs 
Administration 
Interest 
Long term debt 
Other 
Depreciation 
Depletion and amortization 


Share of joint venture income 


Income before income taxes 


Deferred income taxes (reduction)(note 10) 


NET INCOME 


Earnings Per Share 


Statement of Retained Earnings 
Year Ended December 31, 1978 


BALANCE AT BEGINNING OF YEAR 
Net income 


Stock dividend 


BALANCE AT END OF YEAR 


1978 


$ 4,844 328 


3,130,068 
493,169 


196,788 
503,188 
435,995 
1,153,338 


5,912,546 


(1,068,218) 
1,413,894 
345,676 


(170,000) 
$s 010,076 


14.1¢ 


1978 


$ 2,583,831 
915,676 


3,099,507 
164,877 


2,934,630 


197m 


$ 5,487,919 


2,816,673 
406,868 


316,303 
371,082 
417,273 
964,923 


9\293 ee 


194, 7e% 
330,583 


525,380 
215,000 


$ 310,380 


9.4¢ 


1977 


$ 2,273,451 
310,380 


2,983,831 


$ 2,583,831 


Terra Mining and Exploration Limited (N.P.L.) 


Statement of Changes in Financial Position 
Year Ended December 31, 1978 


1978 1977 
WORKING CAPITAL DERIVED FROM 
Operations 
Net income $u 515,6/6 $310,380 
Items not involving working capital 
Depreciation 435,995 417,273 
Depletion and amortization 1453,538 964,923 
Deferred income taxes (170,000) 215,000 
1,935,009 1,907,576 
Issue of common shares 75,507 
Term bank loan, net of principal due 
within one year 50,000 150,000 
Investment in Terra-Norex Joint Venture a7 6ie 
2,478,128 2,057 516 
WORKING CAPITAL APPLIED TO 
Investment in Terra-Norex Joint Venture 2a6,217 
Increase in investment in affiliated 
company 105,118 76,644 
Additions to fixed assets 482 862 688 620 
Mining properties, including expenditures 
for exploration and development 2,23, 126 1,638,453 
Reduction of non-current portion of 
shareholders’ loans 500,000 
2,861,106 3,149,994 
INCREASE IN WORKING CAPITAL DEFICIENCY 382,978 1,092,418 
WORKING CAPITAL DEFICIENCY AT BEGINNING OF YEAR 3,079,508 1,987,090 
WORKING CAPITAL DEFICIENCY AT END OF YEAR $ 3,462,486 S -3,079,508 


Auditors’ Report 


To the Shareholders of 
Terra Mining and Exploration Limited (N.P.L.) 


We have examined the balance sheet of Terra Mining 
and Exploration Limited (N.P.L.) as at December 31, 
1978 and the statements of income, retained earnings 
and changes in financial position for the year then 
ended. Our examination was made in accordance with 
generally accepted auditing standards, and 
accordingly included such tests and other procedures 
as we considered necessary in the circumstances. 


IN Our Opinion, these financial statements present 
fairly the financial position of the company as at 
December 31, 1978 and the results of its operations 
and the changes in its financial position for the year 
then ended in accordance with generally accepted 
accounting principles applied on a basis consistent 
with that of the preceding year. 


Thavne. Mucllell » Co 


Chartered Accountants 


Edmonton, Alberta 
May 4, 1979 


Terra Mining and Exploration Limited (N.P.L.) 


Notes to Financial Statements 
Year Ended December 31, 1978 


ACCOUNTING POLICIES 


(a) Investment in joint venture 
The company accounts for its investment 
in the Terra-Norex Joint Venture on the 
equity basis. The recorded investment 
therefore includes advances to date plus 
the company’s share of undistributed 
earnings since inception. 


(6) Smelter settlements outstanding 
Smelter settlements which are 
outstanding are valued at estimated net 
realizable value using metal prices as 
established by contracts. 


(c) Concentrate inventory 
Concentrate on hand are valued at 
estimated net realizable value using the 
quoted silver metal price at December 
31, 1978 of $7.121 per ounce. 


(d) Fuel and other supplies 
Fuel and other supplies are valued at the 
lower of cost and replacement cost. 

(e) Fixed assets 
Fixed assets are stated at cost and are 
depreciated at rates calculated to 
amortize the cost of the assets over their 
estimated useful life. 

(f) Depletion and amortization 
The costs of mining properties and 
claims together with the related 
exploration and development expenses 
are being amortized over the projected 
life of the mine, which is based on 
estimated ore reserves as periodically 
established. 

(g) Income taxes 
Deferred income taxes arise from 
claiming depreciation and amortization 
for income tax purposes in amounts 
differing from those recorded in the 
accounts. 


INVESTMENT IN TERRA-NOREX 
JOINT VENTURE 


1978 1974) 

Expenditures 

required to earn 

50% interest $ 445,211 $ 445,211 
Accumulated share 

of joint venture 

income 1,744,477 330/055 

2,189,688 775,794 

Advances 1,056,930 
Drawings (774,576) 


bo 1419112 ESele32e724 


INVESTMENT IN AFFILIATED 


COMPANY 

1978 1977 
Shares, at cost $ 76,637 $ 56,637 
Advances 165,472 80,354 


$242,109 $136,991 


The company's Mexican property interests are 
held by Cia. Minera de Minas Nuevas, S.A., a 
company in which Banco Nacional de Mexico, 
S.A. (Banamex) has a 51% interest and Terra a 
49% interest. 

Terra iS responsible for advancing all funds 
necessary for the exploration of these properties. 
Upon completion of exploration and subject to 
Banamex’s acceptance of a feasibility study for 
commercial development, Banamex is_ to 
reimburse Terra for Banamex’s share of all 
exploration costs. Thereafter Banamex will be 
responsible for its pro rata share of development 
and operating costs. 


MINING PROPERTIES 


1978 1977 


Camsell River, 

Spencer Lake 

and Deadman’s 

Island $12,243,668 $9,970,616 
Less accumulated 

depletion and 

amortization 4,444 507 3,291,168 


de GON On 6,679,448 


Duke properties 
(50% owned) 684,458 684,383 


$8,483,619 $7,363,831 


Duke properties 
Terra is responsible for advancing all funds 
required to bring the’ properties into 
commercial production. Any funds advanced 
are recoverable before any distribution of net 
proceeds to the company and Duke Mining 
tas 


5. TERM BANK LOAN 


The term bank loan bears interest at 3% above the 
bank's prime rate and is payable at $50,000 
principal plus interest per month. 

The term bank loan and $500,000 of the bank 
indebtedness included in current liabilities are 
secured by a general assignment of book debts, 
concentrate inventory and supplies, and a fixed 
and floating charge debenture on all 
undertakings of the company not to exceed 
$1,950,000. 


7. CAPITAL STOCK 


(a) Shares issued 


6. LOANS PAYABLE 


1978 1977 
Convertible loan $ 545,000 $ 500,000 
Shareholders’ 
loans 611,855 600,000 
Other loans 100,000 615,000 
$1256,855 $1,715,000 


Convertible loan 
The convertible loan is due on demand and 
bears interest at 18% per annum payable 
January 1 and July 1. 
The loanholder has been given the option of 
converting all or a portion of the principal 
amount owing into shares of the company at a 


conversion price of $3.72 per share, 
representing an _ entitlement to 146,505 
shares. 


The loan is secured by a chattel mortgage on 
concentrate inventory and an assignment of 
smelter settlements outstanding, subject to the 
bank's prior charge on these assets. 


Shareholders’ loans 
Shareholders’ loans are due on or before 
September 1, 1979 and bear interest at the rate 
of 18% per annum. 
These shareholders have been granted stock 
options on 135,000 shares exercisable at $3.72 
per share and expiring on September 1, 1979. 


Contributed 
Capital stock surplus Total 
Number Amount 
of shares 
Balances at beginning of year 3129953115 $1,649,657 $3,538, 742 $5,188,399 
Issue of common shares 
For cash 15,000 7,900 50,000 57,500 
For interest in Mexican property 4,400 2,200 15,807 18,007 
Stock dividend 920,108 164,877 164,877 
Balances at end of year 3,648,468 $1,824 234 $3,604,549 $5,428, 783 
(b) Share options 
Options outstanding at beginning of year 417,939 
Options granted 149,259 
Options exercised 567,198 
Options cancelled 15,000 
31,000 46,000 


Options outstanding at end of year 


oye less. 


Number of Option price 
shares per share Expiry date 
2,500 $4.50 January 31, 1979 
10,000 4.50 March 31, 1979 
135,000 Sf2 September 1, 1979 
180,193 Syhe. October 1, 1979 
146,505 She December 31, 1979 
42,000 4.50 One year from date 
of approval 
5,000 5.00 One year from date 
of approval 
521,198 


Subsequent to December 31, 1978 the following 
additional share options have been granted: 


Number of Option price 
shares per share Expiry date 
25,000 $3.50 February 11, 1980 
30,000 3 f2 March 31, 1980 
95,000 
SUBSEQUENT EVENT 


The company has declared a stock dividend to 
shareholders of record on January 16,1979. The 
dividend consists of one common share for every 
10 common shares held, payable January 30, 
1979. 


COMMITMENT 


The company and Sunshine Mining Company 
have entered into an agreement for the 
exploration and development of certain mining 
properties owned by Terra in the Camsell River 
area together with new claims staked as a result 
of the exploration. 

Sunshine will act as the operator and will have the 
right to earn up to an undivided 50% interest in the 
Leah Gossan group of mining properties by 
expending $1,000,000 in exploration and 
development costs by August 1, 1980. Their 
interest may be earned at the rate of 1% for each 
$20,000 expended. At December 31, 1978 
Sunshine was entitled to a 19.4% interest based 
on expenditures of $388,695 to that date. 
Sunshine also has the option of earning up to an 
undivided 50% interest in three other properties 
by expending $300,000 on each property by May 
14, 1980. 


10. DEFERRED INCOME TAXES 


ee 


Income tax expense differs from the amounts 
which would be obtained by applying the Federal 
and Provincial income tax rates to the respective 
years’ pretax earnings. These differences result 
from the following items: 


1978 1977 
Computed “expected” 
tax expense 
Federal resource 
allowance (328,000) 
Inventory allowance __(5,000) 
Actual deferred tax 


expense (reduction) $(170,000) $ 215,000 


$ 163,000 $ 247,000 


(14,000) 
(18,000) 


REMUNERATION OF 

DIRECTORS AND OFFICERS 

Direct remuneration of directors and officers for 
the ae amounted to $128,410 ($104,885 in 
1977. 


Surface drill working from the ice off the east end of the Terra Peninsula to locate 
eel Gls of the copper-sulphide zone which hosts the silver-bearing vein 
material. 
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